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shown below in Table 16-1. Contracting
officers may supplement the adjectival
rating description. The method used to

16.402-1

determine the adjectival rating must
be documented in the award-fee plan;

TABLE 16-1

Award-Fee Adjectival
Rating

Award-Fee Pool Avail-
able To Be Earned

Description

Excellent ......ccccceeuenns

Ur isf; tory

91%—100% ..cooevenvnenes

76%—90% ..ccoovvrnnnn

51%—75% .oovvriiins

No Greater Than 50%

0% vt

Contractor has exceeded almost all of the significant award-fee criteria and
has met overall cost, schedule, and technical performance requirements of
the contract in the aggregate as defined and measured against the criteria
in the award-fee plan for the award-fee evaluation period.

Contractor has exceeded many of the significant award-fee criteria and has
met overall cost, schedule, and technical performance requirements of the
contract in the aggregate as defined and measured against the criteria in
the award-fee plan for the award-fee evaluation period.

Contractor has exceeded some of the significant award-fee criteria and has
met overall cost, schedule, and technical performance requirements of the
contract in the aggregate as defined and measured against the criteria in
the award-fee plan for the award-fee evaluation period.

Contractor has met overall cost, schedule, and technical performance re-
quirements of the contract in the aggregate as defined and measured
against the criteria in the award-fee plan for the award-fee evaluation pe-
riod.

Contractor has failed to meet overall cost, schedule, and technical perform-
ance requirements of the contract in the aggregate as defined and meas-
ured against the criteria in the award-fee plan for the award-fee evaluation

period.

(v) Prohibit earning any award fee
when a contractor’s overall cost, sched-
ule, and technical performance in the
aggregate is below satisfactory;

(vi) Provide for evaluation period(s)
to be conducted at stated intervals dur-
ing the contract period of performance
so that the contractor will periodically
be informed of the quality of its per-
formance and the areas in which im-
provement is expected (e.g. six months,
nine months, twelve months, or at spe-
cific milestones); and

(vii) Define the total award-fee pool
amount and how this amount is allo-
cated across each evaluation period.

(4) Rollover of unearned award fee. The
use of rollover of unearned award fee is
prohibited.

(5) Limitations. No award-fee contract
shall be awarded unless—

(i) All of the limitations in 16.301-3,
that are applicable to cost-reimburse-
ment contracts only, are complied
with;

(ii) An award-fee plan is completed in
accordance with the requirements in
16.401(e)(3); and

(iii) A determination and finding is
completed in accordance with 16.401(d)
addressing all of the suitability items
in 16.401(e)(1).

(f) Incentive- and Award-Fee Data Col-
lection and Analysis. Each agency shall

collect relevant data on award fee and
incentive fees paid to contractors and
include performance measures to
evaluate such data on a regular basis
to determine effectiveness of award
and incentive fees as a tool for improv-
ing contractor performance and achiev-
ing desired program outcomes. This in-
formation should be considered as part
of the acquisition planning process (see
7.105) in determining the appropriate
type of contract to be utilized for fu-
ture acquisitions.

(g) Incentive- and Award-Fee Best
Practices. Each agency head shall pro-
vide mechanisms for sharing proven in-
centive strategies for the acquisition of
different types of products and services
among contracting and program man-
agement officials.

[48 FR 42219, Sept. 19, 1983, as amended at 62
FR 12695, Mar. 17, 1997; 74 FR 52858, Oct. 14,
2009; 75 FR 60263, Sept. 29, 2010]

16.402 Application of predetermined,
formula-type incentives.

16.402-1 Cost incentives.

(a) Most incentive contracts include
only cost incentives, which take the
form of a profit or fee adjustment for-
mula and are intended to motivate the
contractor to effectively manage costs.
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